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Even in those hstanws whm EPGN uses SBC dark fiber, EPGN stressed that the vast 
rnajoity of its costs arc for purchasing, enginwing and deploptq thc equipment to light the f ikr  
(#,e. Dense Wave Division Multiplexers (LLbWDM”) ardor AcWI3mp SONET Multiplexers), as 
npposed the initial no- chaxges for obtaining the UNE dark fiber or the monthly charges 
for using that UNE dark fiber. Tbus EPGN is of the view that &k film is the UNE hat is closest 
k 1 OPh kilitics b e d  comptition because the only dement the ILEC pmvides is the unlit fiber, 
which is and dmys will lx the most difficuIt end unemndcal piece ofthe network for ~ p t ~ t o f s  
to duplicate. 

EPGN provided t h ~  participants in the meeting with duplicate copies of the comments it 
has filed in these proceedings w3 well ag other mterids. These otber materials, included with 
this letter, we a PowerPdrlt presentation wnd ather documents EPGN used in its pmmtation. 
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Caution, Competltlon Ahead 
By J a m  K, Gkmmin 9/23/02 

The pian &et by C a n g m  in a law macted 81x yeam ego is at last working. M m  Amerlcanr are 
choosing cclrnpanias ether than the Bells, the length+ monopollea, as their 1-1 cerrlwb. and, 
as a result of tb n m  c m p s t k i ,  prlca Bra MJIng and quality rlslng. 

But thn game lsnY over. The chalmm of h a  Federal Cdrnmunlcatlona Carnmlssim, Mkhael 
Powell, hes 80me lrhpwtant d e c k h s  to make, and at leest one ofthe glant Bell cornpenlas Ls 
trying k ULQ HS daut la hatl the progress. But, 89 Buahr$$ Week put HI "If Pawell aban&r18 #e 
approach of the 1 geS law and giUw the Bells the rules they w n t ,  he may well c u t  df 
competition lust aB it's gettlng good." 

Hm good? By the end nf June, banks to a p m a s s  cathad WE-P, lhn MITs twrnpt~tw$ h d  
signed up cuslmars far 7.7 m l l l h  telephona llnw, a gain af 33 w e n t ,  In just sk months, 
Just two and a half p a r s  ago, the cmpetltors had fewer man 8 hatf-mlllion tines. 

UNE-P stands for 'bunbundled nehnrork alsrnent platfarm." It's telecbm gnbblydegabk, but It's 
vital. ms Telmmunimtions k t  of 1898. pamad wewhdrnhgky by both partlas, d l w d  
empetltor5, paying a remdnable prim, ta uw UNEmP to hmk up to the local Bell m r k .  That 
nehork, Or mrm, WB bullt aver B centuu~y by the orlginal netlonwkia monopoly, American 
Tebphofla B Telegraph Co., wfth the help of g0mrnment subakh and protection. AT&T 
managed the IRes In I khd dpubk  !rust. 

Wlththe ATST breakup tw4 decade5 ago, the 1-1 system was baqu&hed to swan reglsnal 
Bell munopollas (now, through mergers, juat four) ruhlle AT&f went into lhe long-dbtance 
bueinw. 

Long dlstanm WBB opened up bo cmpethlan, with mmpanias like MCI and Sprkt g@ttlng their 
start by lsarlhg ATATs long-dlstanca Iinaa, then, aftfir gaining B fothld, bulldlng their w 
fecllltltlss. Tha result rn hlgher quality and lower prices - dmm 40 percent e l m  1 W2 alone, 
awtddlng to the FCC. The I H 6  law applled the aams leaclng modal - In this case called UNE- 
P - to 4-1 8ervIcB, in hopes of gaintng slrniler h d t s  from carnpstluon. 

But, until latdy, local competition hagn't happried - malnly becaus0 d lawsultts and fmt- 
dragglng by the Bells - snd. as pu would ~xpect In B hmopoly markat, ratw have rhan end 
setvice detedorated. How, much of the underbrush ha6 been dwed,  and state puMk utillty 
cbrnrnjsslan~ am paving the highway to competltlon by setting senslbla UNE-P p t i ~ ~ a .  

Michigan led the w a y  morn than B year ago, wnd llllnoi&, New York, Indiana, Mew &nay, 
CaliMrnla and Ohio have followad- The Hell&' mmpetltors hwe rworrdad by ofloflog senrlce In 
these stabs and seueml others with hopeful p m ~ p m ,  and tlw MJs haw countered. 



warnbllng k -In customers by m l n g  prlcss and boosthg sewbas, 

The procsss is no m y s t q ,  It's d l a d  freemarkat cwnpedtlon. end it's at the R m i  of the 
economy philosophy of the 6wh Adrn histration - and of mml m m b m  af Cmgreas. 

Ham's a concrete example: tn June, the Grand kapids (Mich.) Prasrepwted, "Pushed by B 
grwlng number of cornpetbra, SBC Amerlbtech. the atadek dominant localphone provider, cut 
th4 price of its baslc I~calall plan by one-thlrd and lifted the l imb  an I& and tdl calls In other 
plans." Savings b r  Mlchlgan consumer&: $26 million. In 1009. wmpetltm had only 4 p m n t  of 
MIChigbn's lmal linw. Today, they haw about I 5  percant. 

After all, 3& UNE-F his competitors enter 1-1 senrlm, the law (unW S&im 271) allwvs the 
MIS to Wt into long dbtance, which &o far has provided the Bdb wHh more thm they have lost 
on the 1-1 slde. In B recent report, Lehman Brothen n-d, "BellSouth ernpha6ired hi their 
8ucCB88 Irl enterhg tile longdlstanm market through the 271 approval process d e r  a 
eonsldemble advantage wet the UNE prowlden," BellSouth, by ofFerlng a bmdls of bml end 
hgdlaknce sarvhme, believes It has an appealing package to sell custcmera, which "WIll 
obwI& the need for a majw chanp tn UNE wulations." 

Thanks to the mandated mtm, camphlned Edward WhlWra, SBC's chahm, his cclmpany's 
RnatICiial sltuatbr) ia *a d0wmww-d sphl" that %I11 lead to ti30 ulttmate dbrhise of our network? 
But that's nonmsb. Cedalflly, Ilfa Is a 1ot B a s h  when you'm B monopoly, but m t  reporb! by 
Investment firm8 show mat SBC - which Is the reglanei Mi for the MlUwsst, West and 
~ t h w e s t  end h m  inwstmantb in 25 phme wmpanles internetlonally, Worn Swth Afrlca to 
Urufuey - Is alive and wdl. 

Among the top 36 m p m l e s  ll$ted 
mergh, earning 16 owrte on awty dollar In d e s ,  The average fiornpany In h a  Fortuna 30 
earned I- than 5 cents on the ddlar. 

Fortune'$ annual sumy, 38C was number-one In profit 

In a recant pmntat ian to stwk endpb, Whitsere h g g e d  @$out SBC's rbhg w l m h  profit 
margins- - must rmntty 42 pereent. 10 fact, ell of the Bills have excellent p ~ p a ~ t s .  As Value 
Line analyst David Relmar put It, Bell "stmks should be able to break c u t  d thak currgnf funk, 
given the mpanies '  slgnlfimnt market awl0 snd abillty to further pursue the mare prmlsing of 
growth 3YenLIm.' blue Ltns, 3s of Ita latest repoR [July), rated SBC 'A-plu" for Wnancial 
dmenglh" and Galcu~ated 3BCk reurn on cepltal at a hefty 17 pemnt, m p e d  wRh an 
warage of 4 m n t  k r  the Industty, 

Value Une eatlmates that SECs ~amlng$ WIU wntlnue to rise this p m  to $2,458 share = thds 
up from Just gS cents In 1 W0. SBC's CW flow Is 8 whopping $18 billion, scmrdfng t4 Value 
Llna - Cmpnaidmbly hfgher than that of giants llke Mhmwfl, WaI-Mart end General Motors. 

The awmdve of Whitawe and William Oaley, the f m w  chelman &AI Gore's preslbmtid 
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The Bells h m  t rd Wanally focused their attention MI latlbylng and Iawywln~ rather than on 
IntWwatlnn and wstpmw senrlm, Competltldn is a new and wary deelopment fw them, end 
their alm ovw ths padt ah 
pwucte but by pwlsuadhg polMdarm and f h g  Imui ts .  

has been to klll 1t QI?- not by offering ctmpar end bettar 

Lat~ly, the Bells' aqgurnents am growing thraadbam. For example, hey claim that UNE-P  IS 
only "synthatic cmpatitbn," But the Bdlr eumnUy prvlds long dismm senrloe to custOrnm 
by leaaing llnea from incurnbmb In predsely tha $@ma proms.  Dlacounh to the Bells from 
w m p a n k  iike Sprint end AT&T range fmn $5 percent to 70 prceent, [In fact, 80md aecufltias 
analp~ts encourage the Balls to embrace ihhe Mae of leasing out their local llnab &a B e o u m  of 
axtre Income, rether than reflwiwly opposing the MBB as ihreat.) 

In Arne, m p W r c  plan to build their own local nehmrks, thus developing whet Is mlled 
*facl~ltles-baesed" cwnpetltbon, But. 3~~0rdlnQ to a recent repart by the hvastmentfirm Stephens, 
Ine., We FCC b Jlkely to k m p  the wmnt system, thus allowlng CLECg [hat 4, the Bell 
wrnpetilm) to BCCurnuIate E$ wst~met  base large enough ~ K I  that mpstltlon m truly take 
hdd. The 'build It and they wlll come' faeilhs-based mpproach has obviously nol wadcad a& wall 
as planned, Ws bllew the FcC wlll mcognlza thls failure and allow the UNE-P CLECs to buitd 
en6ugh sW8 90 that 8. gradual transition to B faellltlsa-based natcluork can ba done." 

But etmal vlgtfmCe Is the price uf telseam W a r n .  Same lamakenr on Re Hlll could try to 
insert language In eppmpdatims bills that would gut thb wcrrk of mdes that are setting wise 
UNE-P rates, Th6 Bush Mrnfnlstralhn, whlch 6 h d 3  to benefit from thk m s u m e r - M l m  
$ u m s s ,  must t h M a  any of these attmpts, and If wpuW baa disastw Y Mkhael F~rcv~ll, the 
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DARKFIBER: TEXAS SEES THE LIGHT 

a 

1 

CLECs in Texas are Impaired Without Unbundled Accem to Dark 
Fiber 

Nondiscrhinatory Acwm to UNE Dark Fiber Includes Access to 
Unaplicd or Unterminsted F l k r  and the ILEC Must Splice or 
Terminate that Fiber for the CLEC ILECs Must Provide Access to All 
Lowp 

CLECs May Access XLEC Dark Fiber at Existing Splice Cases 

Splicing or Terminating a Dark Fiber doew mt Constitute 
CConstrz[cfion’ of a Network Element 

Access to WNE& is MeafiifighB Without Parity Access to Infomation 
Regarding the Lrocatiun. of Such UIWs 

Use Restrictions on UNE Dark Fiber are Ihwvnmnted 



W o k  3,2002 

CLECs in Texas are Impaired Without Unbundled Access to 
’]Dark Fiber 

EPN provided evidence that without BCCHS to unspliced dark fiber, EPN would be h p k d  in its 
ability IO provide swim. Between 1999 and 2002 almost 6W p-nt of all EPN o r d m  for 
dark fiber loops required splicing. Abmt S W T s  obligation to splice, EPN would he been 
unable to sene thme customers. The Arbitrators r+ctad SBC’s rationale for denying W 
m c j s  to unsplid or untmmitlIcted dark fiber. The Arbitmtm reached 3 similar codusion 
regarding untermimated dark fiber. 



Nondiscriminatory Access to UNE Dark Fiber Includes 
Access to Unspliced or Wntermhated Fiber and the ELEC 

Must Splice or Terminate that Fiber for the CLEC 

-3- 
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rsed Award at ,133 mW'l. 

CLECs May Access ILEC 
Dark Fiber at Existing Splice Cases 

. Revised A w d  at u. 162 Ifo-3 omitted) 



October 3,2002 

SDlicing or Terminating a Dark,r@er does no$ Constitute 
'Construction' of a Network Element 

Revised Award at 133 

Access to U r n s  is Meaningless Without Parity Access to 
Information Regarding the Location of Such UNEs 

-E 



Revised Awatd at P a E  75 



October 3,2002 

ILECs Must Provide Access to All Loops 

Use Restrictions OB UNJE bark Fiber are Unwarranted 

-7- 



ThELRIC PRICES: MYTH & REALITY 

WHAT E A TELRIC PRiCE? 

A TELRIC price mrnpensates RBOCa when they are required to lease their 
facllities l a  eprnpetitors, TELRIC prices are sat every three to five years in 
negotiations and, H thasc fail, by regulator%. 

TELRIC prices assume that leased facilities am 100% brand new - even 
though the RBOCs actval'ly run a network that is mostly decades old and has 
been paid for by ratepaym. 

WHY IS A TELRIC PRICE THE RIGHT PRICE? 

A TELRIC prim is the right p r b  because it: 
Promotes faaellitias-based competition where new entrants can bulld 
facilities cheeper then the RBQCs. 
Prevents inefflclent duplication of netwokks. 
Compensates RBOCs for we &their facilities at prlcas -- set, however, by 
regulators -- consistent wlth prir;ss in competitive rnavkats. 
Protects RBOCs aaainst gethng stuck with excewive amounts of 
u nd e rut i lized fa eil itleo. 
Provides 3 predictable and mnslsient standard necessay for planning by 
bath RBOCa and CLECs. 

eS A TELRIC PRICE LEGAL? 

Yes. The US. Supreme Cwtl just meoently - May 13,2002 Y wnfirmsd that 
the Federal Tdemmmunications Act of I996 gives the FCC the authothy to 
require that stab wmmlssims set TELRlC prlces for elmanta the RB0)Cs 
lease to CLECs. 

WHY NOT LEAVE LEASE PRICES UP TO THE MARKETPLACE? 

Bad idea. The RBOCs do not want to lease fa competitors. Given that the 
RBOCs control the bottleneck networks to which CLECs need aeees$, 
RBOCs would mis8 lease prleesfmtheir facilities &o high that CLECs coutd 
not @hrd them. This would kill any prospect of local competition. 



TELRlC PRICES: MYTH & REALITY ~ c ~ ~ ~ J N  
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'MTTH: COMPETITORS ARE GEITING FACILITIES ON THE CHEAP 

REALITY: NOT TRUE 

Much af the RBOCs' networks is decades old and often has laqgety been paid 
far by ratepaprs, Yet, TELRIC prim# assum that facilities are 100% new 
and have never been paid for. Thls Is a g o d  deal for tho RBOCa, In fact, 
TELRlC prlcas are obcr higher than the RBOC5' "real" msts and are a 
windfall for the RBOCs - though h a  RBOCs wit1 never admit thls In publid 

Examples of when RBOCs earn windfall revenues: 

RBUCs' erne& Gentral offlee apacm flnd a new purpose and e3rn 
RBOCs hundreds d millions d doltam In rewnua. 

RBOCs had many empty spaws (basements, flow $paw, closets} 
in thelr central offices. These spaces became empty in the 1980's 
and 1990's 35 neww central Mice equlpment and switches 
became much smaller and rep lad  bulky older ones. Thoae 
8pmes gathered dust, wem used far storage or as overflow for 
administrative tasks. After the Act of 1906, many of those empty 
spaces have been leased out to CLECs and earn RBOCs 
unexpectedly hcrrrbmds ofmil~nS of bdlam. 

+ RBOCs' local loops am mostly dNadewld coppr cables that 
have In good part h n  pald for by rahpaym -- CLECs are paying 
TELRlC prl~es as ifthey wem mcslvlng brand new state*f-the-art 
fscllltles. 

At least 80% of the RBOCs l o ~ l  hops 3m capper cables that w m  
placed decades ago (many may be 40 or more years old.) Those 
o\dw hops hawe Men ahedy &em @id for by ratepayers, When 
CLECs lease loops from RROCs, they am almost ahays those old 
copper hops. Yet, CLECs have agreed to pay lease prices as If 
th8y were getting newly PIS&, stateof-the-art facllltles. The 
difference between the new prim and cost of d d  or paid-for 
facilities is a windfall to the RBOCs. 



TELRIC PRICES: MYTH & REALITY I C ~ ~ ~ # M  

MYTH: TELRIC DOES NOT INCLUDE ENOUGH PROFiT 

REALITY: NOT TRUE 

TELRIC prices provide RBOCs a 'ma~~nable" profit on facilities leased to 
CLECs, In fact, thla Is 8 mquiwment under the ACT of 2998 [Sedlan 251) - 
it's the fawl 

But better yet, under TELRK prices, RBOCs are guamnted a protit. Now 
these days mast business would die for such a guarantee, Surely, there is no 
federal law that guarantees CLECs a profit, 

MYTH; TELRIC DISCOURAGES FACILITIES-BASED DEPLOYMENT 

CLECs h e w  attracted large sums of money from investors end h e w  invested 
over $55 billion in their networks since the ACT of 3996, The aqumnt that 
TELRIC discourages investments is simply not cmdlble. It was alw r e j 0 M  
by the U S .  Supreme Court: 

"A regulatory scheme that can bead such substantial 
wmpetitlve ~ a p l t a l  spending [$55 bltllon] in four yeara ia not 
easlly descrjbd as an unreasb1184l8 way to promote 
compet€tive investment In faeillties." 

M n H :  ALTERNATIVE FACILITIES ARE AVAILABLE 86 THERE IS NO 
NEED FOR REGULATORS TO SET TELRlC PRICES FOR 
LEASED FACILITIES 

REALITY: NOT TRUE 

There are no altarnatives to the RBOCs' facilities for CLECs that want to 
sewe broad segments d local markets. If there w m ,  prices would surenely 
dmp below TELRIC and the sxpen$ive and cumbmorne regulatory and legal 
battles would stop. CLECs would simply buy from mmpanies othw than 
RBOC3, 



Infurmatian Technology - x  - 

THE DECISION THAT COULD RESHAPE TELECOM 
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-J$ BOCs do not need relief to encourage 
'. broadband I . , .:: L F . - - : .  \; 

availability 
. .  -.--.-9~80% of BOCS customers have DSL 

available 
-. Ricin and content are the issue, not 

broad and availability 
-.A Competition drives law prices, good cantent 

and ubiquity J 

A* Proposed Rulemakings 'should not effect> 
current ILEC network unbund l in i  
requirements 
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TELRIC 
TELRlC 
profit 
There is 
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flexible and e m  be adjusted 
provide the BOC a “reasonabte” ’ 

no alternative to the  EOC facilities 
for CtECs that want to serve broad 
segments of the local market 
Prevents inefficient duplication of networks 
Much of BOC’s networks are decades old 
and often have been largety paid for by 
ratepayers 
Promotes facil ity-based competition 
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I Recommendations I 

I 
&- 

A EPGN needs regulatory certainty 
--Affirm that the Telecorn Act and current FCC 

-Enforce the Telecorn. Act and FCC regulations 
[b Reaffirm that CLECs are impaired without 

dark fiber and high capacity loop and . 

transport UNEs 

regulations need time to work 

6 Stop BOG use restrictions on UNEs to enable 
wholesale and retail competition to thrive 

A Reaffirm that TELRIC methodology provides 
flexibility and proper return an capital 
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